ABSTRACT
INTRODUCTION
Small changes in the law can sometimes have large downstream consequences. Such large consequences from small initial changes can be called "butterfly effects," a phrase associated with the Massachusetts Institute of Technology meteorologist who described how small changes in initial weather data may result in large differences in simulated weather conditions. 1 Much like weather forecasting, small changes in the law can have butterfly-like intended and unintended consequences.
This Article examines the likely consequences in a particular area of law undergoing recent refinement-specifically, patent infringement based on an "offer to sell." 2 While patent infringement for an offer to sell has been in the law since 1996, 3 it has received increased attention lately and is fast becoming an important tool for patent holders seeking to protect themselves from wouldbe infringers of patented technology. 4 In its 2010 decision in Transocean Offshore Deepwater Drilling, Inc. v. Maersk Contractors USA, Inc., 5 the United States Court of Appeals for the Federal Circuit, which has exclusive jurisdiction of patent appeals, 6 announced that an offer to sell can be an act of infringement even if the offer is made outside of the United States, as long as the contemplated sale would have occurred in the United States. 7 The potential extraterritorial consequences of the Transocean opinion have generated much discussion. 8 In addition to recent judicial activity in the area, scholars have analyzed the boundaries of infringement for an "offer to sell." 9 In an earlier work, I argued that the Federal Circuit's current standard for an infringing "offer" to sellnamely, a formal contract-law offer-is sub-optimal from a policy perspective. 10 I advocated for a broader definition of an "offer," which would 2. 35 U.S.C. § 271(a) (2012) . Note that § 271(a) lists several acts that may constitute infringement, including making, using, selling, or offering to sell patented technology. Each act represents an independent occurrence of infringement. Thus, an offer to sell patented technology can infringe even if no sale is ever consummated. include not only formal contract-law offers, but also most advertisements and promotions. 11 In that work, I demonstrated that the primary policy underlying the prohibition of infringing "offers to sell," which is to prevent a competitor from generating commercial interest in infringing technology to the patentee's detriment, 12 differs from the policies behind the contract-law definition of an offer. I argued that this difference dictates interpreting the word "offer" to include advertisements and promotions because they generally will harm the patentee by causing price erosion. 13 This Article picks up where my previous policy analysis left off, and analyzes the probable real world effects of a change from a narrow contract-law "offer" standard to a broader advertisements-and-promotion standard. To understand the effects of this potential change, one must understand the difference between the narrower and broader definitions of an "offer" contrasted in this Article. The narrow contract law definition can be defined as "the manifestation of willingness to enter into a bargain, so made as to justify another person in understanding that his assent to that bargain is invited and will conclude it." 14 This definition generally excludes advertisements and other promotions because they are not specific enough to warrant the recipient in understanding that she is empowered to close the deal. 15 On the other hand, broadening the "offer" definition to include advertisements and promotions would allow a patent holder to sue a competitor based solely on an advertisement promoting an infringing device. This Article's analysis reveals not only the obvious intended consequences of the broader "offer" definition, but also some dramatic butterfly-like unintended consequences. More than simply identifying intended and unintended consequences of the change, the Article shows courts and lawmakers how to maximize beneficial consequences and minimize any harmful ones.
After an overview of the current law governing an infringing offer to sell in Part I, Part II of the Article discusses the most obvious effects of broadening the definition of an infringing offer, such as more patent litigation and litigation at an earlier time. Part III explores some less obvious ripple effects from the proposed law change, including the potential for a vastly expanded extraterritorial application of U.S. patent law. The upshot of this analysis is that courts must be careful only to impose liability for infringing advertisements that are likely to cause harm in the United States.
11. Id. at 173-94. 12 . E.g., Transocean, 617 F.3d at 1309 (citing 3D Sys., Inc. v. Aarotech Labs., Inc., 160 F.3d 1373, 1379 (Fed. Cir. 1998)).
13. Osborn, Offer as a Policy Tool, supra note 4, at . For more about price erosion, see infra notes 134136 and accompanying text.
14. RESTATEMENT (SECOND) OF CONTRACTS § 24 (1981). 15 . E.g., 1 ARTHUR L. CORBIN, CORBIN ON CONTRACTS § 2.4 (Joseph M. Perillo, ed., rev. ed. 1993).
Part IV discusses the uncertainty that will accompany the proposed law change, and suggests a carefully crafted definition of an "offer" that includes advertisements and similar promotions, but excludes mere market investigations. Market investigations are often necessary before a competitor can decide whether to invest in a license to the patent or to attempt to design around (avoid) it. To emphasize further how even small changes in the law carry extended consequences, Part V briefly discusses some additional ripple effects. Finally, Part VI concludes by summarizing the proposed changes and tests developed throughout the Article.
I. A $15,000,000 QUESTION: WHAT IS AN INFRINGING "OFFER"?
In 2006, Maersk A/S, a Danish shipping company, offered Statoil ASA, a Norwegian oil company, the use of its offshore drilling rig for drilling in the U.S. waters of the Gulf of Mexico. 16 The rig cost hundreds of millions of dollars to build 17 and would cost the oil company about half-a-million dollars a day to lease. 18 Before the drilling rig reached U.S. waters and even before the rig had finished being built (in Singapore), Transocean 19 sued Maersk for infringing its U.S. patents covering aspects of the drilling rig. 20 How could Maersk have infringed U.S. patents before it built, sold, or used anything in the United States? The answer lies in a relatively new provision to U.S. patent law that makes "offering to sell" a patented invention in the United States an act of infringement. 21
16. Transocean, 617 F.3d at 1307. 17 . The parties kept financial information filed under seal, but building cost estimates of similar ultra-deepwater drilling rigs demonstrate the immense investment. See Press Release, Maersk, Maersk Drilling Orders Ultra Deepwater Drillships (July 5, 2011), available at http://www.maersk.com/press/newsandpressreleases/pages/20110705-090137.aspx (reporting a "total project cost for . . . two drillships is approximately USD 1.3 billion").
18. Again, the parties kept financial information filed under seal, but estimates of lease rates for similar ultra-deepwater drilling rigs support this figure http://www.cbsnews.com/news/cost-of-offshore-drilling-rising-as-fast-as-oil-prices/ (reporting that the "daily rate that operators pay to rent a high-end, deep-water drilling rig is now $500,000 to $550,000"); Marianne Stigset, Maersk Drilling Puts Oil Rig Fleet Expansion on Hold as Build Costs Soar, BLOOMBERG (Aug. 19, 2011, 3:55 AM), http://www.bloomberg.com/news/2011-08-18/maersk-drilling-puts-rig-expansion-on-holdas-build-costs-soar.html (quoting Maersk's CEO as saying that daily rental rates for ultradeepwater rigs have "had an average of about $450,000 for a while").
19. Transocean has recently become a familiar name since one of its rigs, the Deepwater Horizon, was involved in the explosion and subsequent oil spill on a project overseen by British Petroleum (BP). See, e.g., Elizabeth Shogren, Panel Spreads Blame For BP Oil Rig Explosion, NPR (Jan. 6, 2011, 12:01 AM), http://www.npr.org/2011/01/06/ 132680706/panel-spreads-blame-for-bp-oil-rig-explosion. 20 . Transocean, 617 F.3d at 1300, 1311. 21. 35 U.S.C. § 271(a) (2012).
As part of the international harmonization of intellectual property laws under the Agreement on Trade-Related Aspects of Intellectual Property ("TRIPS"), 22 in 1994 Congress added a provision to 35 U.S.C. § 271(a) making an "offer to sell" infringing technology an independent act of patent infringement. 23 Before this amendment, a mere offer to sell would not infringe, whereas an actual sale would.
Infringement based on an offer to sell initially did not generate an abundance of attention, but that is changing as patent owners realize they can obtain large monetary awards based on infringing offers. Recently, a jury found Maersk's offer to sell its rig infringed Transocean's patents and awarded Transocean $15,000,000. 24 Thus, the question of what constitutes an "offer" to sell represents a timely question. Uncertainty abounds in this area because despite this radical change in the law, Congress gave no instruction about the intent or meaning of the new language. 25 The Federal Circuit has provided some contours of an infringing offer to sell under § 271(a), 26 As mentioned above, in an earlier work I criticized the Rotec decision from a policy perspective and argued that courts should broaden the definition an "offer" to include not only contract-law offers, but also advertisements and similar promotions. 33 This Article takes the analysis further by analyzing the practical effects of overruling the Rotec court's narrow definition of an offer, 34 including how such a change would interact with the Transocean court's extraterritorial reading of an "offer to sell." Whereas my former article discussed what the courts should do, this Article works through the practical consequences and provides details for how the courts should do it.
As we consider the effects of changing the definition of an infringing offer, one must keep in mind a fundamental tenet of proving patent infringement: a patentee must prove that the accused device includes each and every detail required in the patent's claim. 35 Applying this principle to the context of infringement based on an offer to sell, the offer to sell (be it an advertisement or formal contract law offer) must state, directly or indirectly, that the thing being offered includes each and every limitation of the patent claim. 36 Importantly, this Article will assume that the advertisements or promotions of interest disclose, directly or by context, each and every limitation of the patent claim. This assumption allows the analysis to focus on whether and what kinds of advertisements, promotions, or other potentially infringing activity actually infringe. 37 The next Part begins the analysis of the real-world effects of a broader while outside the United States. Although the court did not explicitly rely on the fact that the offeror was a U.S. company, the holding might be limited to such scenarios in the future. The same is true for "method" claims, which recite steps for doing something instead of parts of a device or system, but for simplicity I refer to devices throughout.
36. See Transocean, 617 F.3d at 1310-11. For example, an offer to sell a "cell phone" would not be specific enough to infringe a patent claim requiring a smart phone that includes pinch-to-zoom software. But if the offer was to sell "cell phone model XYZ," and the patentee could prove that model XYZ was a smart phone that includes pinch-to-zoom software, the patentee could prove infringement.
37. For convenience, throughout this Article I will often use the term "advertisements" without mentioning "other promotions." Unless otherwise specified, I am using "advertisements" as a shorthand for "advertisements and other promotions." definition of an offer under § 271(a). TO EARLIER AND MORE PATENT LITIGATION
II. OBVIOUS EFFECTS: A BROADER DEFINITION OF AN "OFFER" WILL LEAD

A. Earlier Patent Litigation
Consider first one obvious effect: if advertisements alone can infringe, patent holders will generally be able to sue at an earlier time than if they had to wait for a formal contract-law offer. Because advertisements are invitations for the recipient to make an offer, advertisements generally precede formal contract-law offers to sell. Rather than having to wait for the formal offer, the patent holder would be able to sue when the infringer advertises the infringing technology. 38 Allowing infringement to occur at an earlier time does not seem especially controversial. Often, the difference in time between an advertisement and the corresponding offer to sell will be inconsequential. Even where the difference is lengthier, no strong objection to the timing presents itself. In fact, the accused infringer may benefit from becoming aware of the infringement claim sooner rather than later, because the accused can develop a strategy to avoid infringement (such as by stopping production, designing around the patent, or taking a license).
B. More Patent Litigation
Secondly, a broader "offer" definition would increase the amount of patent litigation. This effect is slightly less obvious, but is intuitive when one considers the realities of discovering infringing conduct. At first blush, it might appear that including advertisements and promotions in the definition of an offer would not greatly affect the amount of patent litigation. Since advertisements most often merely precede formal contract-law offers to sell, one would expect that all the litigation currently based on formal contract-law offers would simply shift and be based on the preceding advertisement. 39 38. The Federal Circuit made a similar point when it observed that contract-law offers to sell precede actual sales. See Rotec Indus., Inc. v. Mitsubishi Corp., 215 F.3d 1246, 1259-60 (Fed. Cir. 2000) (Newman, J., concurring) ("The purpose of § 271(a) was to permit a patentee to act against threatened infringing sale by establishing a cause of action before actual sale occurred. It is explained that the 'main consequence of requiring an actual sale during the patent term in order to make the offer for sale an act of infringement appears to be that the date of infringement will reach back to the date of the original offer.'" (quoting 39. Of course, there would be a few (probably very few) cases where an advertisement is made and no formal offer follows. Such occurrences would indeed make possible additional patent infringement lawsuits under a broader definition of an offer.
Yet including advertising in the definition of an offer would likely increase patent litigation for at least two reasons. First, making an advertisement an infringing act would increase patent litigation because not all advertisements lead to offers or sales directed at the United States. 40 Theoretically, some advertisements will lead to no sales whatsoever (e.g., a completely failed advertisement). Other advertisements, especially on the Internet, may be directed at numerous countries but only lead to offers or sales in a subset of them. If an advertisement is directed at the United States as well as other countries, but only leads to formal offers or sales outside of the United States, those offers and sales would not infringe a U.S. patent because infringing acts must be tied to the country in which the patent was issued. 41 Second, making an advertisement an infringing act would increase patent litigation because patent holders can usually learn about advertisements more easily than formal offers to sell. Anyone familiar with litigation will recognize that learning of infringement is a (sometimes difficult) precondition to bringing a suit. Advertisements by definition are sent to a wide audience to engender interest in the item advertised. Formal contract-law offers, in contrast, are often individualized in nature and may even be confidential, thus making them hard to discover.
Under the current standard, patentees may of course monitor competitors' advertisements, looking for hints of future infringement. But even if the patentee finds an advertisement that suggests a formal, infringing offer for sale may be forthcoming, the formal offer may be confidential and difficult to discover. Thus, including advertisements in the "offer" definition will likely lead to more patent litigation. 42 When coupled with the ease of advertising on (and searching for advertisements on) the Internet, one would expect a sizeable increase in patent litigation based on advertisements.
If defining "offer" to include advertisements indeed increases the amount of patent litigation, one may ask whether this is desirable. The answer likely depends on one's view of the patent system. Obviously, those who believe the patent system is generally undesirable or unnecessary to provide adequate innovation incentives 43 will view any accretion in patent rights negatively. 40 . As discussed infra in Part III, defining "offer" to include advertisements will also lead to more litigation because the advertisement may indicate a willingness to sell anywhere in the world (including the United States), whereas the eventual offer to sell may be only to sell outside of the United States. Part III also discusses that for an offer to sell to infringe a U.S. patent, it generally must contemplate an eventual sale inside the United States.
41. See infra Part III. 42. Additionally, under a broader definition of "offer," patent holders will devote additional resources to policing (i.e., searching) for infringing advertisements since the search can lead directly to a lawsuit against a competitor. Similarly, those who argue patent incentives are not a net benefit in certain technology areas 44 will be averse to stronger patent rights in those fields. Likewise, those opining that there is simply too much patent litigation 45 might oppose broader patent rights that would increase litigation.
On the other hand, more nuanced criticisms of the patent system are likely to have little to say about how broadly courts should define an offer to sell. For example, many criticisms focus only on specific aspects of the patent system, such as the issuance of "bad" patents (i.e., undeserving under the current legal framework), 46 forum shopping, 47 lawsuits by certain non-practicing entities (i.e., patent trolls), 48 and the lack of clarity in the law. 49 These specific based on individual rights and are insupportable on either the grounds of (utilitarian) efficiency or of a jurisprudence of law and economics. criticisms, even if accurate, should not necessarily influence whether advertisements should count as offers under § 271(a). Rather, specific criticisms are best met by solutions specifically tailored to the problem, rather than by making broad changes that unnecessarily affect areas not tainted by the specific criticism. 50 This Part has considered some of the most obvious effects of broadening the definition of an offer. In the remaining Parts, this Article considers some of the less obvious effects, beginning with the potential for a vast increase in the extraterritorial application of U.S. patent law. [T] he PTO and courts should focus on answering specific questions about how to best apply rigorous standards of novelty, nonobviousness, utility, and specification with a scalpel rather than simply eliminating broad swaths of innovation with a machete.").
III. RIPPLE EFFECTS
50. There are exceptions to this statement. One might change a law that is general in application because the benefit of the effect on the "problem area" (e.g., patent trolls) outweighs any detriment in the non-problem area (i.e., all other patents). Because the number of cases concerning infringement for offering to sell is relatively small compared to the vast total of patent infringement actions, and because it does not appear that infringement for offering to sell disproportionately involves specific problem areas of patent law, it is not obvious that the scope of an offer in patent law should depend on any such problem area. offer, which would be felt where the advertisement contemplated the future sales would occur (i.e., an offer made in another country to sell in the United States)? Both the offer and the effect? In Transocean, the Federal Circuit answered this question by holding that the "focus should not be on the location of the offer, but rather the location of the future sale that would occur pursuant to the offer. . . . [T]he location of the contemplated sale controls whether there is an offer to sell within the United States." 53 Under its broadest interpretation, Transocean means that regardless of whether the offeror is located in the United States-and regardless of whether the offer was made in the United States-as long as the contemplated sale would occur in the United States, the offer can constitute infringement.
Extending the Transocean "contemplated sale" test to a broadened definition of an offer would create a scenario in which foreign entities could be liable for patent infringement for advertising infringing technology, regardless of where in the entire world they made the advertisements. 54 Just as the offer in Transocean constituted infringement even though it was made in Norway, 55 an advertisement made in a newspaper in China or Germany might constitute infringement of a U.S. patent if it contemplated a future sale in the United States! A moment's reflection should reveal that this could lead to a huge increase in claims of patent infringement against foreign entities and activities depending on how courts extend the Transocean case to advertisements.
But extending Transocean's "contemplated sale" test to advertisements raises difficulties: do advertisements "contemplate" a location for future sales? While contract-law offers to sell must be relatively formal and thus likely to identify a specific location for the contemplated sale, advertisements often do not explicitly specify a location of contemplated sales. Indeed, advertisements, which by definition are broadcast to a wide audience, may "contemplate" (or at least hope for) future sales in many locations. 56 Imagine that a company holds a U.S. patent on a certain widget and that the widget is not patented in any other country. A German competitor could thus make, use, and sell the widget in Germany without infringing the U.S. patent. But what if the German competitor ran an advertisement promoting the widget? When will such an advertisement "contemplate" a future sale in the United States? Does the answer change depending on whether the advertisement 53. Id. at 1309. 54. Recall the caveat that in the actual Transocean case, the accused infringer was a U.S. company making an offer while in a foreign country. Supra note 31 and accompanying text. The court did not explicitly rely on the fact that the company was based in the United States, but it may be grounds for future cases to limit the holding. See Transocean, 617 F.3d at 1309 ("This case presents the question whether an offer which is made in Norway by a U.S. company to a U.S. company to sell a product within the U.S., for delivery and use within the U.S. constitutes an offer to sell within the U.S. under § 271(a).").
55. Id. at 1308-09. 56 . This discussion uses the term "advertisements," but analogies to other promotional activities, which might be less widespread or less formal, are readily possible. In applying Transocean's "contemplated sale" test to advertisements, it must be emphasized that "contemplation" does not necessarily require intent for or awareness of eventual sales in the United States. The harm caused by advertisements, price erosion, 57 occurs regardless of the advertising party's intent or awareness. The contemplation test's purpose in the context of advertisements is to discern whether the advertisement will likely cause price erosion. 58 Rather than focusing on the advertiser's intent, the law must rely on surrounding circumstances to ascertain whether an advertisement contemplated a future sale in the United States. The following Subparts consider a few potential tests for whether an advertisement contemplates a future sale in the United States and recommends which test to adopt.
The Text Test
The law could presume that advertisements do not specifically contemplate sales in any country, and therefore do not infringe in any country, unless the text of the advertisement specifies the location(s) of the future sales. The main benefit of a text-based test is clarity; one simply reads or listens to the words of the advertisement to discern if the United States is mentioned as a place for future sales.
On the other hand, the test is arbitrary and would be easy for would-be infringers to get around. Common experience shows that most advertisements do not specifically state the location of future sales. A would-be infringer could avoid infringement by simply not mentioning the United States, while being free to use context and innuendo to make clear that he contemplates sales to the United States. Such a formalistic test would therefore reduce the number of advertisements that infringe, assuming the advertisers adapt to the law. 57 . Price erosion refers to the downward price pressure on patented goods when a competitor signals to the market that it will offer a competing (often infringing) good, since the market expects the patentee to lower its price to compete with the infringer. See, e.g., Transocean, 617 F.3d at 1308 (citing Holbrook, Threat of a Sale, supra note 4, at 791-92). For additional discussion of price erosion, see infra notes 137-141 and accompanying text.
58. See sources cited infra note 139 for the proposition that price erosion can be difficult to prove with certainty and may not always occur even with formal, contract-law offers to sell. Rather than forcing a plaintiff to prove price erosion early in litigation, the contemplation test serves as a proxy for whether price erosion is likely to have occurred. The plaintiff will prove the amount of price erosion, if any, at a later stage in the litigation.
The Origination Test
As a second test, the law could presume that an advertisement only contemplates future sales in the country in which it originates, unless the content of the advertisement specifically includes or excludes the United States as a location for future sales. 59 As used here, an advertisement "originates" from the country in which it is developed. For print advertisements, an advertisement is often printed where it is developed. In the Internet context, the place where the advertisement originates is less clear because the advertisement will most likely be instantly accessible worldwide, but may be hosted on a server anywhere in the world. For simplicity, an Internet advertisement could be deemed to originate in the country from which the would-be infringer directed the advertisement's launch.
An origination test has some clarity, but it is exceedingly arbitrary because the location from which the advertisement originates may bear little relationship to where the impact of the advertisement will be felt or where the future sales are likely to occur. If a magazine with the advertisement is printed in Mexico, but all the magazines are shipped to the United States, the primary impact of the advertisement will almost certainly be in the United States. The test may also be easy to evade: a would-be infringer could simply orchestrate initial publication in a country where the technology is not patented. Indeed, an origination test would directly contravene the Transocean court's emphasis on the location of the contemplated sale, not the location of the offer.
The Appearance Test
The law could presume that an advertisement only contemplates future sales in the country/countries in which the advertisement appears, unless the content of the advertisement specifically includes or excludes the United States as a location for future sales. For example, if a magazine intended for U.S. distribution contains an advertisement of infringing technology and is actually distributed in the United States, the advertiser would be liable for infringement. Generally, the appearance test is likely to be a decent proxy for where the future sales are contemplated (excluding some website-based advertisements), since a company will generally strive to direct advertisements to its intended customers. This is especially true for print, radio, and television advertisements that often must specifically be directed to each country in which it appears.
At least one caveat must be included even with print, radio, and television advertisements: de minimus and accidental appearances in a country should not make the competitor liable. For example, it is possible for a magazine that is 59. The latter part of the proposed test (relating to the text of the advertisement) could be dropped, but fairness suggests leaving it in. If an advertisement specifically includes or excludes the United States, liability for infringement based on the advertisement should take account of the revealed intent, unless it is shown to be a sham to avoid liability.
sold only in China to be carried by an individual to the United States, or for a second-hand distributor to resell a few of the Chinese magazines in the United States, but this sort of minimal migration should not count as an "appearance" in the United States.
As with so many areas of the law, special attention must be given to internet-based advertisements. Some internet-based advertisements-such as banner and pop-up advertisements-may be specifically directed to a given country. 60 On the other hand, when a competitor advertises its technology via the text/media on its own web page, the appearance test may be less useful as a proxy for the advertiser's intent. This is because web pages automatically "appear" across the globe.
Internet domain names, 61 particularly top-level domains ("TLDs") (such as .edu, .com, or .it), 62 may give clues regarding where the web page is directed. 63 Some TLDs, such as .com, .net, and .org, are generic and may not tell much about geotargeting, but others (called country code TLDs, or "ccTLDs") are country specific, such as .de (Germany) and .jp (Japan). 64 If an Italian company advertises on its company website on the .it domain and in the Italian language, it strongly suggests that no harm will occur in the United States, 65 even though a U.S.-based user could most likely access the website by typing the web address directly into a browser. On the other hand, especially for generic TLDs, it is improvident to assume that because websites appear everywhere, they therefore are targeted nowhere. REV. 71, 88 ("A primary flaw of the prevailing approach is its rejection of the ubiquitous nature of Internet activity in favor of a fictitious presumption that Internet activity is targeted often happy to have their sites available as widely as possible. In addition, although it can be expensive and imperfect, at least some website owners can take advantage of technology to limit the countries in which the website appears. 67 Given these concerns, the law should consider a more nuanced test than the appearance test.
The Total Context Test
In a complex, interconnected world, the law would do best by eschewing the above relatively simple tests. Instead, the law should determine where an advertisement contemplates future sales based on the entire context surrounding the advertisement. Such a test would consider the factors discussed in the previous proposed tests, as well as others. Factors would include:
 whether the content of the advertisement specifies or excludes future sales to the United States;  the type of media used (print, television, internet banner ads, internet web pages, etc.);  where the advertisement originated;  the citizenship and/or physical location (s)  the intent of the accused infringer who made the advertisement. 72 Under the total context test, a court should balance the above factors, and any other relevant facts, to ascertain whether the advertisement contemplates future sales in the United States. As stated, the test is an objective, not subjective one: courts should not be concerned with the actual intent of the parties. Rather, the goal of the test is to predict when harm from price-erosion is likely in the United States. Bright lines will be impossible to draw and courts will need to analyze the issue on a case-by-case basis. If the advertisement contemplates future sales in the United States, it should be actionable as infringement because it could harm the U.S. patent holder via price erosion in the United States.
Thus, infringing advertisements could include those made from within the United States 73 and those originating abroad, as long as they contemplate an eventual sale within the United States. The possibility that non-U.S. actors might be liable for acts committed outside of the United States should raise caution lest the extraterritorial application of U.S. law expands too greatly. The next Subpart discusses the concerns of extraterritorial application of U.S. patent law.
B. Extraterritorial Application of U.S. Patent Law Based on Advertisements of Infringing Technology
Using the total context test (discussed in the immediately preceding Subpart) to determine whether an advertisement contemplates future sales in the United States would sometimes lead courts to hold actors guilty of infringing U.S. patents even though the actions occurred outside of the United States. Even if an advertisement appears only in Germany, for instance, it may clearly contemplate future sales in the United States and thus be actionable. Further, given the global nature of the Internet, Internet advertisements will often appear in the United States and may contemplate future sales in the United States.
These and other scenarios may violate the U.S. legal system's presumption whether personal jurisdiction exists in Internet-based tort lawsuits. See, e.g., Toys "R" Us, Inc., v.
Step that the laws of the United States do not apply extraterritorially. 74 The presumption against extraterritoriality is a cannon of statutory construction with a long history, although the presumption's strength has varied over time. 75 The presumption is rooted in theories about international relationships and congressional intent, 76 though some have questioned whether courts should continue to recognize the presumption. 77 The Supreme Court of the United States has recently invigorated the presumption against extraterritoriality. Indeed, just three years before the Transocean decision, the Supreme Court declared that the presumption "applies with particular force in patent law." 78 The Supreme Court's warning did not, however, appear to impress the Transocean panel of judges. The Transocean court cited the Microsoft case and noted that it was "mindful of the presumption against extraterritoriality," but proceeded to use broad language in the opinion that portends significant extraterritorial application 79 unless the case is limited to its facts. 80 The Transocean decision may not be the rebellion against Supreme Court authority that it initially appears. The legal system has varying views about the meaning of the presumption against extraterritoriality, which stem in part from the ability to distinguish between the location of conduct and the location of the effects of the conduct. 81 Professor Dodge outlines three possibilities for the meaning:
First the presumption might mean that acts of Congress should apply only to conduct that occurs within the United States, unless a contrary intent appears, regardless of whether that conduct causes effects in the United States . . . . Second, the presumption might mean that acts of Congress apply only to conduct that causes effects within the United States, unless a contrary intent appears, regardless of where that conduct occurs . . . . Third, the presumption might mean that acts of Congress apply to conduct occurring within or having an effect within the United States, unless a contrary intent appears. 82
While the Transocean court did not squarely address the extraterritoriality issue, the court's focus on the effects of the offer to the exclusion of the location of the offer demonstrates the court's affinity for the second meaning listed by Professor Dodge. 83 The purpose of this Subpart of the Article is not to attack or defend the Transocean court's potentially broad holding. Rather, having shown that extending the holding to advertisements might likewise have significant extraterritorial effects, the remaining Subparts discuss how to limit those effects.
Two areas of law may limit (but by no means extinguish) the extraterritorial impact of U.S. patent law based on advertisements of infringing technology. First, the above-described "total context test" for determining when an advertisement contemplates future sales in the United States will limit lawsuits to those very likely to have an effect in the United States. Second, the principles of personal jurisdiction will further screen out unfair applications of U.S. patent law to foreign actors.
The Total Context Test for Advertisements Limits the Unfair Extraterritorial Application of U.S. Patent Law
The total context test, described in Subpart III.A.4 above, determines whether an advertisement contemplates future sales in the United States and thus whether it is actionable as infringement under an expanded definition of an offer to sell. A well-applied test will ensure that judicial interpretation of patent law's offer to sell provision is consistent with the view that U.S. laws may 81. Dodge, supra note 74, at 87-88. 82. Id. at 88-89 (emphasis added); see also Bradley, supra note 74, at 517 (" [T] here is now substantial agreement that nations may, under certain circumstances, regulate extraterritorial conduct that has effects within their territory.").
83. See Transocean, 617 F.3d at 1309 ("These acts create a real harm in the U.S. to a U.S. patentee."); Holbrook, Transocean, supra note 4, at 1104 ("In essence, the Transocean rule is a form of an effects-based test, where the exercise of U.S. law is justified because the act-the offer-will have effects within the United States.").
control foreign conduct that causes effects within the United States. Hence, the total context test's factors are designed to predict whether the advertisement is likely to cause price erosion in the United States. 84 For example, if an advertisement specifies future sales to the United States, this is a strong indication that price erosion may occur in the United States. Similarly, if an advertisement makes clear that no sales will be made to the United States, price erosion in the United States is highly unlikely, unless the disclaimer is a sham and everyone knows it.
In addition, an English-language advertisement made by a U.S. company on its internet web page suggests (absent additional facts) it contemplates sales in the United States. Contrast that with a German-language advertisement made by a German company on its internet web page using the ".de" ccTLD, which suggests it contemplates sales in Germany. Absent additional facts, the German advertisement is unlikely to cause price erosion in the United States, and thus should not be actionable in the United States. Add an additional fact, however, that the advertisement specifically mentions that sales will be to the United States, and of course the analysis changes to predict effects in the United States.
These short examples demonstrate the total context test's role in limiting the extraterritorial application of U.S. patent law. Under an effects-based understanding of the law, an advertisement that will likely cause price erosion in the United States should be actionable in U.S. courts.
The total context test's role is not limited to validating a statutory construction that permits application of U.S. law to foreign actors. In addition, the test ensures that U.S. patent law-specifically § 271(a)'s offer to sell provision-comports with the requirements of the U.S. Constitution. Although the law continues to evolve in this area, courts and commentators increasingly understand that at least the Fifth Amendment 85 and the Foreign Commerce Clause 86 provide substantive constraints on the extraterritorial application of 84. Of course, whether price erosion actually occurs will depend on market conditions, including the availability of non-infringing substitutes, see infra note 138, but the total context test does not seek to prove that price erosion actually occurred, only that the advertisement likely would have caused it assuming the additional market conditions exist. The patent holder would have to prove that price erosion actually occurred in the damages phase.
85 Besides corralling the reach of the total context test, the Constitution provides another important limitation on potentially unfair applications of U.S. laws to foreign actors: namely, the requirement that U.S. courts have personal jurisdiction over defendants. The next Subpart explores this limitation.
The Requirement of Personal Jurisdiction Limits the Unfair Extraterritorial Application of U.S. Patent Law
In addition to the substantive Constitutional constraints placed on laws having extraterritorial effects, the Constitution also collaterally limits extraterritorial application of U.S. laws via the requirement of personal jurisdiction. The purpose of this Subpart is not to provide a full exposition of the expansive and somewhat murky law regarding personal jurisdiction, but rather to highlight the ways in which the modern doctrine can limit the instances of unfair applications of U.S. laws to foreign defendants.
a. Personal Jurisdiction Basics
The Supreme Court has interpreted the Due Process Clause of the Constitution to place limits on a court's exercise of personal jurisdiction. 88 In the twentieth century, personal jurisdiction doctrine shifted from a view that required the defendant's presence within geographical boundaries 89 to one that emphasized reasonableness and fairness. 90 Courts distinguish between the concepts of "general personal jurisdiction" and "specific personal jurisdiction." 93 General personal jurisdiction in a forum exists over a defendant whose activities in the forum are "continuous and systematic" such that they may be considered "essentially at home in the forum." 94 An example would be an individual's domicile or a business's place of incorporation and principal place of business. 95 When a defendant is subject to general personal jurisdiction in a forum, the forum has personal jurisdiction over the defendant even where the actions giving rise to the lawsuit are wholly unrelated to the defendant's contacts with the forum. 96 When the defendant's contacts are too sparse to create general personal jurisdiction, a court may exercise specific personal jurisdiction if the defendant's contacts with the forum state nonetheless meets a certain threshold and the claims at issue "arise out of or are connected with" those contacts. 97 To justify this "specific" personal jurisdiction, the defendant's claim-related contacts must demonstrate that it "purposefully avail[ed] itself of the privilege of conducting activities within the forum State, thus invoking the benefits and protections of its laws." 98 One subtest for specific personal jurisdiction based on a specific fact pattern bears mention. In the intentional tort context, courts have found specific personal jurisdiction based on the effects of an intentional tort committed by a defendant who "expressly aimed" the tortuous conduct at the forum and the plaintiff felt the brunt of the harm in the forum. 99 Even where a defendant interacts with a forum extensively enough to meet the "contacts" requirement of jurisdiction, the court must also find that exercising jurisdiction is fair. 104 Factors for this murky analysis include the burden on the defendant of litigating in the forum, the interests of the forum State, and the plaintiff's interest in obtaining relief. 105 Where the case involves a non-U.S. defendant, the analysis should also include considerations of the policies of other nations and the Federal Government's interest in its foreign relations policies. 106 Though the intricacies of personal jurisdiction jurisprudence are winding and unsettled, the upshot is that a non-U.S. defendant will not be subject to jurisdiction in the United States unless it has certain minimum contacts with the United States and the exercise of personal jurisdiction is fair. 107 Personal jurisdiction jurisprudence thus works alongside the proposed total context test for advertisements to safeguard against unfair applications of U.S. law against foreign actors. 108 Considering both tests, then, there are three scenarios where a patent infringement claim based on an advertisement would not be litigated in the United States: (1) where the advertisement fails the total context test and the defendant is not subject to personal jurisdiction anywhere in the United States; (2) where the advertisement fails the total context test even though the defendant is subject to personal jurisdiction somewhere in the United States; and (3) where the advertisement meets the total context test but the defendant is not subject to personal jurisdiction anywhere in the United States.
Thus, for example, even where a foreign defendant is subject to general personal jurisdiction based on extensive contacts with the United States, if the advertisement fails the total context test, the defendant will not need to litigate in the United States. Only when a claim for patent infringement satisfies both the total context test and personal jurisdiction requirements will the foreign defendant be forced to litigate in the United States. 109
C. Conclusion
This Part demonstrates how a seemingly small change in the law (a broader definition of an offer in § 271(a)) can interact with other changes in the law (the Transocean decision) to produce far-ranging consequences. Permitting so many potential causes of action based on foreign activities might suggest that a broader definition of an offer is a bad idea. Rather than abandon the broader definition, however, courts instead must carefully craft a test for when an advertisement of infringing technology will be actionable in the United States. In addition, courts can rely on personal jurisdiction doctrine to protect many foreign actors from unfair applications of U.S. law.
Those who would compete with patent holders must structure their advertisements appropriately to avoid harming the U.S. patent holder. For advertisements that do contemplate an eventual sale in the United States, allowing a suit for patent infringement will often be fair: a person should often be held liable for attempting to generate commercial interest in infringing 108. See Childress, supra note 106, at 1525-28 (describing how both personal jurisdiction and forum non conveniens work as a proxy for choice of law).
109. Of course, the claim will have to cross additional hurdles, including that the patent is valid and infringed, that venue exists, and that the court should not exercise its discretionary power based on forum non conveniens.
technology when it harms the patent holder in the United States. 110
IV. MORE EFFECTS: UNCERTAINTY (AND HOW TO MINIMIZE IT)
As discussed above in Part II, defining the term "offer" to include advertisements and similar commercializing activities would cause competitors to face more infringement suits, and those suits would occur at an earlier point in time. In addition, the broadened definition of an offer may have unintended consequences if competitors are unable to ascertain what activities constitute "advertisements and other promotions." Businesses prefer certainty and if they are unable to determine which activities will avoid infringement, they may err on the side of caution, thus foregoing beneficial economic activity. 111
A. Changing the "Offer" Definition Risks Creating Uncertainty; Clearer Rules Lessen the Impact
The risk that broadening the definition of an infringing offer may result in uncertainty does not necessarily mean that lawmakers should simply maintain the current suboptimal definition. 112 Rather, the preferred solution should be to make the new definition as clear as possible. That is, courts should strive to make the test more rule-like, rather than standard-like.
Rules Are Theoretically Preferable to Standards
In the context of a test's clarity, room exists for a variety of tests falling along the familiar spectrum of rules versus standards. Scholars 114 A familiar example of a rule is a speed limit of "55 miles per hour," while a familiar corresponding standard is "drive at a reasonable speed."
Supporters of rules laud their ability to facilitate efficient allocation by providing ex ante certainty. 115 Certainty allows businesses to maximize their opportunities for economic advancement by organizing their activities around whatever legal test is adopted, even if it is imperfect. 116 Rule-like tests permit businesses to conduct their operations with precision, giving them clear signals about permissible behavior. To the extent that businesses perceive economic advantage by engineering their activities to approach the bright-line edge of the rule, companies will do so.
On the other hand, standard-like tests are flexible, which might have ex post benefits associated with fairness and pragmatism. 117 But that same flexibility generally yields less predictable results because standards may invite inconsistent judicial application 118 and leave parties uncertain ex ante as to permissible behavior. 119 Hence, parties may forego permissible activity in an effort to avoid the risk of incurring liability.
Since businesses desire certainty, lawmakers should strive for it in defining what sort of offer will infringe. An unclear definition would allow patent holders to threaten litigation against activity that probably does not fall within the definition of an offer. Such uncertainty and threats of litigation will lead to under-investment by competitors who will likely prefer to err on the side of caution (e.g., avoid activities that are close to, but not included in, the definition of an offer to sell) rather than risk exposure to infringement liability. 120 Infringement results in damages of lost profits, or at a minimum, a reasonable royalty. 35 U.S.C. § 284 (2012) ("Upon finding for the claimant the court shall award the claimant damages adequate to compensate for the infringement, but in no event less than a reasonable royalty for the use made of the invention by the infringer . . . ."). The court has result, the market will receive less technology and competition than if uncertainty did not exist. While this discussion only scratches the surface of the rules versus standards debate, it should be clear that a rule is theoretically preferable to a standard in the context of patent litigation.
While a rule may be theoretically preferable to a standard in patent litigation, an important consideration is whether lawmakers can, practically speaking, draft a workable rule. In general, where a test covers myriad actions and scenarios that do not share common facts or elements, it will be difficult to draft a workable, simple rule. 121 For instance, negligence applies to numerous acts, but those acts vary widely in terms of their particular key facts, 122 thus making a simple rule difficult to draft. On the other hand, basic income tax covers numerous acts, most of which share factually similar elements, 123 thus making a rule much more efficient and easy to draft.
Lawmakers Will Have Trouble Drafting a Simple, Clear Rule
Because offers and advertisements come in all shapes and sizes, lawmakers will have difficulty drafting a simple rule. Currently the definition of an offer includes contract-law offers but excludes most advertisements and other promotions. As discussed, the primary policy behind making an offer to sell an act of infringement is to prevent competitors from generating commercial interest in infringing technology to the detriment of the patentee. 124 Since advertisements and other promotions exist primarily to generate commercial interest, 125 they should be included within the definition of an offer.
Yet including "advertisements and other promotions" within the "offer" definition will create uncertainty unless lawmakers can define with some rulelike precision what constitutes "advertisements" and "promotions." On the other hand, creating clear, rule-like definitions of "advertisements" and "promotions" will be a difficult task. The terms are not defined in the patent statutes. Law dictionaries define "advertising" broadly to include any "action of discretion to increase the damages up to treble damages. drawing the public's attention to something to promote its sale." 126 Other areas of the law may assist in crafting a definition. The terms appear in another intellectual property statute-the Lanham Act 127 -but it does not define them. 128 Case law interpreting the Lanham Act indicates that widelydistributed commercial promotion constitutes "advertising," but courts have struggled with how widely-distributed the promotional activities must be to constitute "advertising." 129 Furthermore, the Lanham Act distinguishes between "advertising" and "promotion" by listing them separately. 130 Courts note that a distinction exists between "advertising" and "promotion," but they seldom pinpoint it other than to note that "promotion" is more inclusive than traditional advertising, which must be disseminated widely. 131 The Second Circuit provided some assistance when it observed:
[T]he distinction between advertising and promotion lies in the form of the representation. Although advertising is generally understood to consist of widespread communication through print or broadcast media, "promotion" may take other forms of publicity used in the relevant industry, such as displays at trade shows and sales presentations to buyers. 132 Courts continue to vary widely regarding what communications constitute "advertising" or "promotion." Some courts define advertising and promotions as activities that reach more than a few individuals of the relevant purchasing public, while others allow even a single letter to suffice. 130. Lanham Act § 43(a)(1)(B), 15 U.S.C. § 1125(a)(1)(B) ("Any person who, on or in connection with any goods or services, or any container for goods, uses in commerce any word, term, name, symbol, or device, or any combination thereof, or any false designation of origin, false or misleading description of fact, or false or misleading representation of fact, which . . . in commercial advertising or promotion, misrepresents the nature, characteristics, qualities, or geographic origin of his or her or another person's goods, services, or commercial activities, shall be liable in a civil action by any person who believes that he or she is or is likely to be damaged by such act.") (emphasis added). If many decades of interpretation of the Lanham Act have failed to reveal clear definitions of advertising and promotions, the task is likely not feasible. Yet lawmakers should not simply give up and fail to provide any guidance. Nor should lawmakers exclude "advertisements" and "promotions" from patent law's definition of an offer simply because clear rules are difficult to draft. Indeed, while defining "advertisements" with precision is difficult, the same is true with the definition of a contract-law offer. Contract law requires no particular words or actions to make an offer, and the same words can amount to an offer in one circumstance but not in another. 134 If decades of Lanham Act interpretation demonstrate the difficulty of defining an "advertisement," centuries of contract law demonstrate the difficulty of drafting a simple rule to cover the myriad acts that might constitute a formal offer to sell.
In many cases, actions that fall just short of constituting a contract-law offer will fall clearly within a definition of promotional activity. 135 To some extent then, if lawmakers broaden patent law's definition of an offer from the contract-law definition to one that includes advertisements and promotions, they will simply be trading one uncertain question for another. The net uncertainty may not increase much, if at all.
Hence, lawmakers should appreciate that a simple, clear rule may be difficult to create, but should strive to give as much guidance as possible. The next Subpart provides specific recommendations for a test that will provide clarity to the definition of "advertising and other promotions."
B. Patent Law's Definition of an "Offer" Should Include an Objective "Commercialization" Test
The Federal Circuit has established that the primary policy behind making an "offer to sell" an act of infringement is to prevent competitors from generating commercial interest in infringing technology to the detriment of the patentee. 136 To give competitors clarity, lawmakers should tie the definition of an offer to the concept of commercialization. Thus, lawmakers should be less executive is not."), with Seven-Up Co., 86 F.3d at 1386 (presentation made to eleven bottlers is advertising or promotion), and Mobius Mgmt. Sys., Inc. v. Fourth Dimension Software, Inc., 880 F. Supp. 1005, 1021 (S.D.N.Y. 1994) (finding single letter actionable).
134. See, e.g., CORBIN, supra note 15, at 108 (" [T] here is no magic formula to determine whether a particular communication is an offer . . . . [T]he ordinary meaning of language is influential, but never determinative. For example, the word 'quote' may be understood as making a commitment, while the word 'offer' may, in context be deemed a mere price quotation.") (footnote omitted).
135. A number of cases find language to fall just short of an offer, and instead to be merely quotations, proposals, invitations to treat, etc. See, e.g., Cox v. Denton, 180 P. 261, 261 (Kan. 1919) (holding that a letter asking, "Do you want to buy 240 good 100 lb. (1,000 lb.) cattle at 8.25 must be sold by Friday" was a mere inquiry). While not an offer, the quoted language was clearly a commercial proposal.
136. Osborn, Offer as a Policy Tool, supra note 4, at 173. concerned with the raw number of recipients of a competitor's communication and more about whether the communication generates commercial interest in an infringing product.
Advertisements and promotions should be defined as infringing offers when they objectively appear likely to generate commercial interest in an infringing product. As explained below, such a definition protects the patentee from price erosion and lost sales and provides clarity to competitors.
An Objective "Commercialization" Test Protects Patentees From Price Erosion and Provides Clarity to Competitors
When a business indicates to the relevant market an intent to compete against a patent holder, the competing business potentially causes downward price pressure on the patented goods, since the market expects the patentee to lower its price to compete with the infringer. 137 This downward price pressure, often termed price erosion, harms the patentee by causing it to lose profits. 138 The mechanism of price erosion demonstrates that the law should not be greatly concerned simply with the number of recipients of a competitor's advertisement or promotion. A single communication evidencing an intent to compete may result in significant price erosion if it is directed to an entity with the ability to affect the market price of a patented good. For example, if an entity represents the primary (or only) end-buyer of a patented good, then a single solicitation to one of its high-level officers may result in price erosion. This suggests that, at least in some contexts, a single letter or phone call might constitute an advertisement or promotion.
On the other hand, if a competitor directs a single solicitation solely to an entity representing only a small portion of the end-buyers of a patented good, this is unlikely to cause much (if any) price erosion. The same could be true if a competitor sends multiple promotions but the total audience nonetheless represents only a small portion of the market. Should patent law exclude these actions from the definition of an offer?
One option is for patent law to define an offer (including advertisements and promotions) in terms of whether the communication causes harm. While the definition makes sense in terms of the theory behind price erosion, it carries with it significant uncertainty because calculating price erosion can be complicated. 139 Furthermore, patent law currently does not define an offer in terms of harm, but rather in terms of whether it meets the requirements of a contract-law offer. 140 Not all contract-law offers will harm the patentee, such as where the offer is to a small portion of the relevant market and the offer is not accepted.
Instead of defining an offer in terms of whether it causes harm, a better option is to define it objectively in terms of whether the offer amounts to an apparent attempt to commercialize, regardless of the scale of the commercialization. By "apparent attempt" I mean an objective, not subjective, standard of whether the steps taken would appear to a reasonable person to be an attempt to commercialize the technology. Under this definition, a single promotion could constitute infringement, even if it did not cause provable price erosion, as long as it appears from the circumstances to have generated commercial interest in infringing technology. This test puts the initial onus on the competitor to avoid commercializing infringing technology.
One may object to a commercialization test because it is over-inclusive from the standpoint of harm to the patentee: first, as mentioned, the communication may not have been widely distributed enough to cause price erosion, and second, even if it had been more widely distributed, the market may be structured such that price erosion would not have resulted. 141 While this is true, there is reason to believe that in many instances patentees will not pursue infringement claims when they cannot prove harm because the tremendous cost of litigation 142 would deter them from bringing suit. 143 At the same time, the commercialization test respects the patent holder's right to exclude competitors.
Hence, an objective commercialization test gives a clearer rule than asking . 141 . For example, the patentee may not have had market power, perhaps because there were acceptable non-infringing alternatives. In such a market, a widely distributed infringing offer to sell will not cause price erosion. See Werden et al., supra note 139, at 315 ("The less close a substitute the infringer's product is for the patentee's product, the less is the effect of the infringement on the patentee's price.").
142. The average litigation cost to take a small patent infringement suit (less than $1,000,000 at stake) through trial was almost $1,000,000. AM. INTELLECTUAL PROP. LAW ASS'N, REPORT OF THE ECONOMIC SURVEY I-153 (2011).
143. Patent law provides for recovery of damages to "compensate for the infringement, but in no event less than a reasonable royalty." 35 U.S.C. § 284 (2012). A reasonable royalty is calculated based on a hypothetical contractual negotiation that might have taken place between the patentee and the infringer at a time just before infringement occurred. See RiteHite Corp. v. Kelley Co., 56 F.3d 1538, 1554 (Fed. Cir. 1995) . Where there is no provable harm to the patentee, the reasonable royalty should be very small. whether price erosion is likely to occur. This is not to say that the rule is crystal clear; only that it is clearer than determining price erosion. While the test is broad, and sometimes over-inclusive, it provides more clarity, which efficient markets desire, and will force competitors to focus their efforts in areas other than drafting clever promotions that avoid causing significant price erosion.
An Objective "Commercialization" Test Protects Patentees From Lost Sales
In addition to harm from price erosion, a patentee who practices the invention might be able to show harm from lost sales. Obviously, if the infringing offer to sell culminated in an infringing sale, the patentee would generally be able to show a lost sale. But circumstances may exist where the competitor's eventual sale does not infringe and yet the patentee may be able to show a lost sale. The primary scenario for this kind of harm to the patentee is when a competitor engages in a bait-and-switch tactic. 144 In a patent infringement context, the "bait" occurs when a competitor generates interest in an infringing technology without crossing the "offer" threshold, whatever that threshold happens to be. Under current patent law, since a general advertisement will not constitute infringement, a competitor can advertise infringing technology. Once the competitor generates market interest in the infringing technology, the competitor flips the "switch" by substituting alternate non-infringing technology. If the purchaser decides to purchase from the competitor despite the switch, it is likely that the patentee has lost a sale.
Some have questioned whether bait-and-switches would occur: since a successful switch implies a non-infringing substitute, the competitor would simply have offered the non-infringing substitute to begin with. 145 But a baitand-switch scenario could occur in a market where the non-infringing substitute is imperfect, i.e., it is good but not as good as the patented technology. In this situation, the patented technology may be the attention-grabbing, state-of-theart product that generates interest from purchasers.
Still, one might ask how a bait-and-switch could occur with an imperfect substitute-wouldn't the buyer simply leave and seek out the patentee's superior product? Not necessarily. Several factors relating to information and transaction costs may contribute to the customer staying with the competitor, such as where relationships between the buyer and seller are important, where the buyer has already expended considerable transaction costs with the competitor and is unwilling to start over, and where information costs are high such that the competitor is unaware of the patentee.
Where information and transaction costs will cause some buyers to stay with a competitor even after it pulls the switch, competitors will sometimes divert a percentage of sales from the patentee. Such diverted sales contravene the policy of preventing a competitor from generating commercial interest in infringing technology to the detriment of the patentee. Hence, patent law should protect patentees against this type of activity.
A commercialization test would deter bait-and-switch scenarios by subjecting the competitor to an infringement suit based on the advertisement or promotions that generates the commercial interest. Obviously, if the "bait" (i.e., the advertisement or promotion) itself is actionable as infringement, the competitor will be unlikely to engage in the behavior. Further, under the objective test, the competitor cannot defend on the grounds that it subjectively never intended to infringe because its subjective intent is not determinative.
It might be argued, however, that patentees may be protected against intentional 146 bait-and-switch tactics through laws prohibiting false advertising. For example, the Federal Trade Commission Act ("FTC Act") prohibits any "false advertisement," which it defines as "an advertisement . . . which is misleading in a material respect." 147 Although apparently never litigated in the context of patent infringement, engaging in bait-and-switch advertising fits squarely within the FTC Act's prohibition against false advertising. 148
In addition, any advertisement to sell a product that the advertiser knows may infringe a patent may constitute false advertising if the advertiser does not disclose the risk of infringement. In determining whether an advertisement is misleading under the FTC Act, courts shall consider "the extent to which the advertisement fails to reveal facts . . . [that are] material with respect to consequences which may result from the use of the [advertised product]." 149 Since a buyer who uses an infringing product in the United States commits patent infringement, 150 the buyer would be subject to patent infringement damages. Such damages would appear to fall under the natural meaning of the 146. A competitor may engage in an intentional bait-and-switch (as where the competitor never intended to sell the first-offered technology) or an unintentional bait-andswitch (as where the competitor modifies the offered technology after discovering, or in good faith more closely analyzing, a problematic patent). phrase "material" consequences.
The FTC Act, however, may not provide adequate protection to patentees, because it does not create a private cause of action, but instead only empowers the FTC to bring actions. 151 The FTC may decide not to bring a suit for a variety of reasons, including limitations on resources and broader public interest concerns. 152 Further, since the focus of the FTC Act is on the consumer and not the patentee, even if a suit is brought, patentees will not receive a remedy.
Besides the federal FTC Act, various state laws may provide patentees some protection against bait-and-switch tactics. Each state has adopted similar statutes called "little FTC acts" and has adopted other consumer protection measures to prohibit other unfair or deceptive practices. 153 Unlike the federal FTC Act, many state acts give injured consumers the power to sue merchants who violate the statute and some provide for treble damages, punitive damages, minimum damages, and/or the award of attorney's fees to successful consumer plaintiffs. 154 While the state acts may disincentivize parties from engaging in bait-and-switch tactics, many allow only consumers to sue, as opposed to competitors (i.e., patentees) and thus do not adequately protect the patentee's interests. 155 Other state statutes, however, have been construed to allow competitors to sue. 156 In such states, a patentee may have some protection against intentional bait-and-switch tactics but would be required to prove: (1) that the competitor's communication constituted an "advertisement" under the state statute and (2) that the competitor had deceptive intent. Both of these proofs may be difficult.
In addition to the federal FTC Act and the various state actions, section 43 of the Lanham Act may provide patentees additional protection against baitand-switch tactics. The Lanham Act prohibits a "false or misleading representation of fact, which . . . in commercial advertising or promotion, misrepresents the nature, characteristics, qualities, or geographic origin of his or her or another person's goods, services, or commercial activities." 157 Competitors can bring actions under the Lanham Act. 158 Though it has apparently never been litigated, it would appear that if a patentee could prove the competitor intentionally used bait-and-switch tactic and never intended to sell the infringing article, the patentee could bring a false advertising claim.
Even if a patentee could convince a court to apply the Lanham Act in this novel manner, the patentee would still be put to the difficult process of proving a competitor's deceptive intent. In addition, the competitor's activity would have to fit into the Lanham Act's somewhat amorphous definition of "advertising or promotion." 159 In sum, federal and state false advertising laws may not adequately protect patentees against intentional bait-and-switch tactics that use advertisements or promotions of infringing technology as the bait. Further, they would not appear to protect the patentee against unintentional bait-and-switch activities, even though such activities could divert sales from the patentee. Therefore, patent law could better protect patent holders by adopting an objective commercialization test.
This Subpart has discussed protecting patentees from the harms associated with price erosion and lost sales. The next Subpart shifts the focus to tailoring the definition of an offer so as to protect competitors that engage in beneficial competitive activity.
C. Patent Law's Definition of an "Offer" Should Allow Good-Faith Market Inquiry by Competitors
While the test for an offer in patent infringement law should encompass advertisements and promotions broadly defined, the law should leave room for competitors to explore whether it would be profitable either to obtain a license from the patent holder or to develop competing, but non-infringing technology. Purposefully configuring technology that avoids patent infringement is known as "designing around" a patent. The Federal Circuit 160 and writers 161 endorse the practice of designing around patents in part because it disseminates technology and encourages further innovation-by studying a patent or patented technology, a competitor can devise improvements, simplifications, or other modifications more cheaply than without the knowledge acquired from the patented item.
Since the design-around process can benefit society, the law should be careful not to define an infringing "offer" so broadly as to unnecessarily chill commercial activity that would legitimately compete with the patented technology. 162 The law should not permit a competitor to commercialize infringing technology, but it should permit the competitor to gauge the market demand for technology similar to the infringing technology, as long as the competitor makes clear that it will not purposefully commercialize infringing technology. Competitors will generally need knowledge of market demand before deciding whether to invest resources in developing design-around technology. If competitors cannot gauge market demand, they will forego investing in design-around technology and society will be worse off. 163 To break this impasse, the law should be clear that a competitor cannot promote infringing technology, but should allow a competitor to tell the market, in effect, "we hope to create technology that does not infringe but that accomplishes the same result as the patented technology." As long as the competitor is clear that it has no intent to offer infringing technology, the law should permit it to gauge marketability without having to spell out the details of its (yet-to-be-developed) design-around technology.
It is true that even where a competitor is clear that it intends to develop non-infringing (design-around) technology, such market testing may sometimes cause price erosion. Suppose for example that the competitor is a company known for its ingenuity and ability to design around patented technology. Such a company's mere announcement that it intends to design-around a patent may lead the market to believe the item is forthcoming and thus lower the price the patentee can charge. Even so, such price erosion should not be actionable 162. See Holbrook, Threat of a Sale, supra note 4, at 779 ("An overly broad definition of offer to sell infringement could have a chilling effect on competitors, particularly attempts to design around the patent. If something short of a commercial offer could constitute infringement, a competitor's ability to assess the marketability of a device would be limited and would risk earlier exposure to an infringement suit.").
163. Note that defining "offer" so broadly as to preclude market assessment might impermissibly restrict free speech. See infra note 192 and accompanying text.
because the harm to the patentee is not from an expected infringement, but rather from an expected non-infringing activity.
All of this may seem overly complex to those unfamiliar with patent law. One might wonder: if the competitor's technology is going to be noninfringing, then it should not matter whether the competitor "offers" it for sale-exposure to liability will depend on whether the device infringes or not. In essence, this discussion might appear to conflate the issue of offer with the issue of infringement. The conflation of offer and infringement is justifiable, however, because despite competitors' desire to predict accurately whether their technology will infringe, they find predicting infringement difficult. 164 To develop non-infringing technology, the competitor must guess how a court will construe a patent's claims and then determine a technological solution that avoids the claims while delivering the same or a similar result. 165 But construing patent claims is famously difficult. 166 The ex ante uncertainty regarding whether a given technology infringes a patent's claims can be heightened by the unpredictable application of the doctrine of equivalents, which states that even if the accused technology does not literally meet the requirements of the patent claims, it may be "equivalent." 167 To make matters worse, the law regarding the doctrine of equivalents is in a state of flux. 168 Because the issue of infringement is unpredictable, competitors should be free to explore the marketability of competing technology without exposure to patent infringement lawsuits. The law can give this freedom by defining an offer so as to exclude market-testing activity by competitors as long as it makes clear it intends to develop a non-infringing design-around. This will give competitors some breathing room to explore the market without generating expensive litigation. Only if the market indicates a receptiveness to designaround technology will the competitor need to decide whether to invest in trying to develop specific designs. By permitting relatively inexpensive market testing, the law allows competitors to devote more resources to developing the actual design-around technology.
The protection of early-stage market testing should cease, however, when the competitor indicates a present intent to commercialize a specific design. Once the competitor attempts to commercialize a specific design (as opposed to a generic and yet-to-be-developed design-around design), it should be open to an infringement suit that considers the specific design being commercialized.
By exposing the competitor to patent infringement liability, the law will protect the patentee from price erosion and will force the competitor to think hard before commercializing a specific design. Before the competitor commercializes the specific design-around technology, it should wisely expend resources analyzing the patent to determine (as best it can) whether its design will infringe or not. Depending on its infringement analysis, the competitor may decide to further tweak its design to avoid infringement or to give up on the design-around and approach the patentee for a license. But all this will be done before advertisement-based price erosion harms the patentee.
In summary, to encourage beneficial design-around technology, the law should define an offer to permit free but careful assessment of the market for design-around technology without fear of litigation. This will allow more resources first to assess the market and later to attempt to develop the specific design-around. Only if and after the competitor develops specific designs should it incur the costs of ascertaining the threat of patent infringement liability. But to be fair to the patentee, the competitor should be exposed to patent infringement liability once it commercializes one or more specific designs. The law can accomplish all these objectives while including "advertisements" and other "promotions" within the definition of an infringing offer.
V. EFFECTS FARTHER AFIELD
This Section briefly highlights a few more impacts of including advertisement and promotions in § 271(a)'s definition of an offer to emphasize 
A. Possible Liability for Third Party Intermediaries Such As Advertising Agencies
Making the action of running an advertisement an act of infringement raises a question of who is liable for the advertisement (assuming it infringes). For simplicity, I identify two potential actors: the technology company that will eventually sell the technology and the advertising agency that helps design and distribute the advertisement. 170 In a basic scenario, the technology company will hire the advertising agency, but the technology company will supply the technical information included in the advertisement. Should only the technology be liable for patent infringement? Only the advertising agency? Or both?
If one defines the act of advertising to constitute infringement, an advertising agency would literally be liable as an infringer, just as a third party distributor is liable for "selling" items on behalf of a wholesaler. This would obviously be an unfortunate situation for advertisers, because direct infringement does not require intent or knowledge. 171 While advertising intermediaries could contract for indemnification against infringement, I think the better solution is to define the infringing "advertiser" exclusively as the underlying technology company that requests the advertisement. Holding advertising agencies and other intermediaries liable would either dramatically chill or significantly increase the costs of advertising for all technology, since the intermediary cannot be sure in advance what might infringe. To avoid these costs, advertising intermediaries should be exempt from direct infringement for advertisements created for or designed on behalf of third parties.
In addition to direct infringement, patent law imposes liability for inducing infringement and contributory infringement. 172 Outside the patent law context, contributory infringement has a broader definition, 173 but Congress defined contributory infringement in patent law narrowly to involve the supply of a component or other product that can be used to infringe a patent. 174 Advertising agencies do not supply components so they will not be liable as contributory infringers. This may be a good thing for advertisers and other intermediaries who are often accused of contributory infringement under trademark and copyright law. 175 Induced infringement, unlike direct infringement, requires the accused inducer to have knowledge that the induced acts constitute patent infringement. 176 Knowledge can include direct knowledge of infringement or "willful blindness," which the Supreme Court defines as having two requirements: "(1) the defendant must subjectively believe that there is a high probability that a fact exists and (2) the defendant must take deliberate actions to avoid learning of that fact." 177 Hence, under an inducement theory, an advertising agency might be liable if it knew or was willfully blind to the fact that the advertisement it ran constituted infringement.
In addition to the knowledge requirement, induced infringement requires "inducement." Although in common terminology inducement means to cause a person to do something he otherwise would not have done, it is not clear that patent law's definition is so narrow. 178 It is possible, though not clear, that "inducing" might include anything a defendant does to help a third party infringe. 179 If courts understand "inducement" under the broadest definition, advertising agencies could be liable because they literally help the infringement. But under any narrower definition, an advertising agency is unlikely to be liable even if it knew of the infringement, because advertising agencies are unlikely to attempt to get others to infringe. Though neither the Supreme Court nor the Federal Circuit has settled this issue, the most recent en banc Federal Circuit opinion on the issue indicates that "inducement" connotes a situation where a third party advises or encourages others to engage in infringing conduct. 180 If this is true, advertising agencies and other third party intermediaries can breathe easier.
B. Increased Incentives to Innovate
Including advertisements within the definition of an offer may increase net incentives to innovate. As we have seen, advertisements of infringing technology can lead to price erosion, thus harming patentees. 181 Under the current standard of an offer under § 271(a), patentees have no remedy against advertisement-induced price erosion. 182 Patent theory suggests that the more patent holders can profit from their patents (including by suing infringers), the more incentive and ability they have to innovate and commercialize their technology. 183 Because patentees currently have no remedy for the harm of advertisementinduced price erosion, they profit less than they would under a broader definition of an offer. Accordingly, people and businesses will innovate and commercialize less than if they could seek a remedy for advertisement-induced price erosion. I do not mean to suggest that broadening the definition of an offer to include advertisements will result in a dramatic increase in incentives to innovate or commercialize technology. Rather, the effect is at the margins.
C. First Amendment Concerns from Regulating Commercial Speech
The First Amendment protects commercial speech that "does no more than propose a commercial transaction." 184 Contract-law offers and advertisements are forms of commercial speech, and thus this Subpart analyzes how the First Amendment impacts the definition of an offer under § 271(a).
Traditionally, the First Amendment did not protect commercial speech but rather focused on other forms of speech such as political speech. 185 Beginning in the mid-1970s, however, the Supreme Court began to protect commercial speech, noting that the free flow of commercial information is "indispensable" to the public so that its private economic decisions in a free enterprise economy broadly as to include mere market investigation (e.g., to discern whether to take a license from the patentee or to try to design around the patent), because such speech is far removed from selling an infringing device. 192 
Restricting Preliminary Restraints
In addition to restrictions on the definition of an offer, the First Amendment may also restrict whether and to what extent courts can preliminarily enjoin offers to sell allegedly infringing devices. Preliminary injunctions 193 against offers and advertisements constitute a "prior restraint" on speech, which is defined as a "governmental restriction on speech or publication before its actual expression." 194 The First Amendment strongly disfavors prior restraints. 195 It is not that speech can never be restrained before its utterance, but the presumption against prior restraint is most forceful when, as in the case of preliminary relief, the law abridges "expression prior to a full and fair determination of the constitutionally protected nature of the expression by an independent judicial forum." 196 As Professor Redish argues, a full and fair judicial assessment of the accused speech is the touchstone for whether restraint is permissible. 197 In patent law, preliminary restraints against offers to sell allegedly infringing devices implicate prior restraint concerns: not only must a court make a determination that the speech is commercial (likely an easy determination), but also it must determine that the offer is to sell a device that is actually infringing. As discussed above, determining infringement is extremely difficult; it often involves ambitious study of the technology involved, the patent's claims, the patent's validity, and an analysis of whether the accused device infringes under the doctrine of equivalents. 198 If the device offered for sale does not infringe the patent, then no justification for restraining the speech exists. Yet in many cases a court is not likely to know whether the device infringes until it has devoted much time to the inquiry, making preliminary injunctions against offers to sell infringing devices suspect under the First Amendment. 199 While the constitutional arguments against preliminary restrictions of offers to sell infringing devices suggest courts should be cautious in granting them, some have suggested that they may have little practical impact: Professors Lemley and Volokh argue that because patent law makes "selling" an infringing device an act of infringement, and "selling" is not speech and thus not protected by the First Amendment, a court could enjoin the sale of the device, making many offers for sale futile. 200 This is generally true, but it ignores the potential harm from price erosion. 201 
Conclusion
In conclusion, the First Amendment will prevent courts or Congress from defining the term "offer" so broadly as to include mere market investigations, but will not prevent a definition that includes advertisements and similar promotions. In addition, at the margins, the First Amendment will prevent a court from preliminarily restricting an advertisement or other offer unless and until the court determines whether the device offered actually infringes the patent.
SUMMARY OF PROPOSALS AND CONCLUSIONS
This Article has demonstrated how a relatively small change in the lawbroadening the definition of an "offer" in § 271(a) of the Patent Act-can have far-reaching effects. The change will lead to more and earlier patent litigation (Part II), more extraterritorial application of U.S. patent law (Part III), a need for clear boundaries for the new definition of an offer (Part IV), and additional ripple effects such as third-party liability and free speech concerns (Part V).
In addition to exploring these effects carefully, this Article demonstrated how courts should manage the change by providing an optimal definition of an offer and a test for when such offers should bring about liability in the United States. Thus, for example, an "offer" should include advertisements and smaller-scale promotions, but should not include mere market investigations that make clear the investigating company will not commercialize an infringing device. 202 Further, the test for what constitutes advertisements and promotions should be guided by an "objective commercialization" test, which asks not whether the promotion is sent to a certain number of people, but rather whether it would appear to a reasonable person as an attempt to commercialize infringing technology. 203 These tests protect a U.S. patent holder from price erosion without needlessly chilling the development of design-around technology 204 and without violating the First Amendment. 205 To address concerns about unfair applications of U.S. patent law to foreign actors (e.g., non-U.S. persons advertising infringing technology), this Article recommends a multi-factor "total context test," which considers mainly objective indicia of whether the advertisement contemplates future sales in the United States. 206 Additionally, this Article recommends that courts utilize personal jurisdiction doctrines to limit unfair extraterritorial applications of the law. 207 Taken together, these recommendations allow the law governing infringing offers to sell to fulfill its primary policy objective, which is preventing commercialization of infringing technology to the commercial detriment of the patentee, 208 without unnecessarily trampling on other rights or policies.
